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About the front cover — Correlation of functions 
pictured (clockwise from top ) makes MURPHY’S 
the Friendly Stores serving our millions of cus¬ 
tomers by PLANNING new stores to provide greater 
customer services; TRAINING personnel to serve 
our shoppers; CREATING promotional ideas to in¬ 
form customers of merchandise and services avail¬ 
able; MERCHANDISING to meet the needs and de¬ 
sires of our customers by selection of high-quality, 
fashionable items; CONTROLLING flow of mer¬ 
chandise to stores by application of most modern 
data processing optical scanner and computers; and 
DEVELOPING younger co-workers for future man¬ 
agement and executive responsibilities. 


Contents 

Directors and Officers. 1 

Highlights. 2 

Message to Shareholders and Co-Workers. 3 

Financial . 4 

How the Sales Dollar Was Used. 4 

Dividends and Shareholders. 4 

Organization Changes. 4 

Source and Application of Funds. 5 

Customer Services. 5 

Distribution of Earnings from Operations. 5 

Merchandising . 6 

Food Service. 8 

Personnel . 8 

Expansion and Improvements.10 

Consolidated Balance Sheet.12 

Statement of Consolidated Earnings 

and Earnings Retained in the Business.14 

Auditors’ Certificate.14 

Ten-Year Record of Sales, 

Earnings and Dividends.15 

Store Locations and Stores Planned .16 

Map of Stores by States.17 























Board of Directors 



From left to right. Reed H. Albig; Carl F. Schatz; Walter C. Shaw, Jr.; Edgar L. Paxton; Kenneth T. Paxton; William S. Thomson. Secretary; 
Thomas N. Griggs; Earl F. McClune; and J. Clarence Kelly. W. Fred Green leaf was not present. 


G. C. Murphy Company 

Board of Directors Officers 


KENNETH T. PAXTON 
EDGAR L. PAXTON 
EARL F. McCLUNE 
CARL F. SCHATZ 
W. FRED GREENLEAF 
WALTER C. SHAW, JR. 
J. CLARENCE KELLY 
THOMAS N. GRIGGS 
REED H. ALBIG 


KENNETH T. PAXTON 
Chairman of the Board and 
Vice President—Personnel 

EDGAR L. PAXTON 
President 

EARL F. McCLUNE 

Vice President—Real Estate and Construction 

CARL F. SCHATZ 
Vice President—Finance 

W. FRED GREENLEAF 
Vice President—Merchandise 

GEORGE W. McCORMICK 
Vice President—Sales 

S. WARNE ROBINSON 

Assistant Vice President, Treasurer and 

Merchandise Investment Controller 

WILLIAM S. THOMSON 

Assistant Vice President and Secretary 


A. RALPH BARLOW 

Assistant Vice President—Construction and 
Assistant Secretary 


W. RAY GREENFIELD 

Assistant Vice President and Sales Manager 

EDWARD G. PROCIOUS 

Assistant Vice President and Director Employee, 
Public and Labor Relations 

WILLARD H. SWEET 

Assistant Vice President and Director Personnel 


FRANK G. CRISPEN 

Auditor, Assistant Treasurer and Assistant Secretary 


DELBERT I. GOSSETT 
Assistant to the President 


WILLIAM T. WITHERS 

Assistant Vice President—Merchandise 


JUDSON M. ELLIS, JR. 

Assistant Vice President—Real Estate 


Wholly-Owned Subsidiaries 


MACK REALTY COMPANY Real Estate Holding Company 

Board of Directors 

EARL F. McCLUNE WILLIAM S. THOMSON A. RALPH BARLOW 

CARL F. SCHATZ KENNETH T. PAXTON SIDDONS S. SERVICE 

JUDSON M. ELLIS, JR. EDGAR L. PAXTON 

Officers 

EARL F. McCLUNE 
Chairman of the Board and President 
CARL F. SCHATZ 
Vice President 
JUDSON M. ELLIS, JR. 

Vice President 

TERRY FARRIS STORES, INC. 

Operating stores in names of Terry Farris, Bruners, Cobbs and Bargain World 


MORGAN & LINDSEY, INC. Variety Stores 
Board of Directors 

KENNETH T. PAXTON ELZIE E. LATHAM THOMAS J. MANKIN 

EDGAR L. PAXTON ISAAC C. DAVIS CYRIL V. LINDSEY 

THOMAS N. GRIGGS 

Officers 

KENNETH T. PAXTON 
Chairman of the Board 

EDGAR L. PAXTON 
Vice Chairman of the Board 

ELZIE E. LATHAM 
President 

ISAAC C. DAVIS 
Vice President 

CARL F. SCHATZ 
Vice President 


S. WARNE ROBINSON 
Treasurer and Assistant Secretary 
WILLIAM S. THOMSON 
Secretary 

FRANK G. CRISPEN 

Assistant Treasurer and Assistant Secretary 


SIDDONS S. SERVICE 
Vice President 

S. WARNE ROBINSON 
Treasurer and Assistant Secretary 

WILLIAM S. THOMSON 
Secretary 

FRANK G. CRISPEN 

Assistant Treasurer and Assistant Secretary 

THOMAS J. MANKIN 
Assistant Secretary 










Highlights 


0 

Sales . 

$355 699 080 

$332 306 629 

Number of Stores at Year End. 

512 

512 

Average Sales Per Store. 

$694 725 

$649 036 

Employees’ Compensation and Other Benefits. 

$76 031 192 

$69 253 615 

Earnings Before Federal Income Taxes. 

$16 160 408 

$14 661 438 

Net Earnings. 

$8 045 408 

$7 926 438 

Earnings Per Share. 

$1.96 

$1.93 

Dividends Per Share. 

$1.20 

$1.20 

Cash Flow Per Share. 

$3.13 

$3.06 

Total Taxes. 

$14 017 654 

$12 525 551 

Taxes Per Share. 

$3.41 

$3.05 

Net Additions to Property and Equipment. 

$8 170 310 

$5 486 469 

Working Capital. 

$47 184 911 

$48 363 411 

Current Ratio. 

2.25 to 1 

2.83 to 1 

Book Value Per Share. 

$24.65 

$23.89 

Ratio of Net Earnings to Invested Capital. 

7.9% 

8.1% 


Annual Meeting: The Annual Meeting of Common Shareholders will be held at the registered office of the 
Corporation, 531 Fifth Avenue, McKeesport, Pennsylvania, at 11:00 A.M., on Tuesday, April 8, 1969. 
Notice of meeting, proxy statement, proxy and return envelope are enclosed with this report. 
Shareholders who cannot attend the meeting are urged to exercise their right to vote by proxy, and to 
sign and return the enclosed proxy card. 


Executive Offices: 531 Fifth Avenue, McKeesport, Pennsylvania 15132 (Telephone 412-664-4441) 
Transfer Agent: Bankers Trust Company, 16 Wall Street, New York, New York 10015 
Registrar: The Chase Manhattan Bank, N.A., 1 Chase Manhattan Plaza, New York, New York 10015 
General Counsel: Griggs, Moreland, Blair & Anderson, Oliver Building, Pittsburgh, Pennsylvania 15222 
Auditors: Lybrand, Ross Bros. & Montgomery, Oliver Building, Pittsburgh, Pennsylvania 15222 























To Our Shareholders 
and Co-Workers: 



1968 was a year of change—and of 
progress—for your Company. 

This is our first Annual Report since 
we were elected as your chief executive 
Officers on May 28, 1968. Its form has 
been changed and expanded with the 
intent of establishing more informative 
communications between you and the 
management of your Company. We in¬ 
tend to maintain such communications. 

Results for the year were satisfactory 
but were short of our aims. Sales gained 
7% to set a new record of $355,699,080, 
with highest average sales per store in 
our history. Year-end holiday sales, af¬ 
fected unfavorably by the timing of 
Thanksgiving and Christmas in 1968, 
were disappointing. 

Personnel costs, including the further 
mandated increase of 14% in minimum 
hourly wages on February 1, 1968, rose 
at a greater rate than sales. Store open¬ 
ing expenses, relative to sales, are nor¬ 
mally high during first year of operation. 
This affected 1968 results unfavorably 
because 12 of the 16 new units were not 
available for operation until October 
and November. 

Earnings before federal taxes in¬ 
creased 10%. Per share earnings, after 
loss on sale of 10 unprofitable Terry 
Farris stores and higher federal taxes, 
were $1.96. Detailed comparisons are 
shown in the schedule on Page 4. 

At the end of the year 512 stores, in¬ 
cluding 141 restaurants and 18 snack 
bars, were in operation. Forty-one new 
stores, 30 of them with restaurant facili¬ 
ties, presently are under construction, 
lease or option. These will add an esti¬ 
mated 13% to the existing selling area at 
the end of 1968. 

We presently expect to open 30 of 
these locations, 8 of which will be A-A, 


and to enlarge 13 other locations to in¬ 
crease selling area approximately 10% 
in 1969. Six A-A conversions and 9 major 
remodelings are also scheduled this year. 

The first of the Company’s free-stand¬ 
ing units, now on the planning boards, 
may open this year. It will provide 
approximately 100,000 square feet of 
area to include, in addition to regular 
merchandise lines, groceries and tire 
shop and auto accessories. We have in 
mind that this may well be the prototype 
for future similar units. 

Our strong financial position, aug¬ 
mented by the increased authorized 
stock approved by Shareholders on Sep¬ 
tember 23, 1968, will enable us to provide 
for the capital expenditures required by 
the foregoing plans as well as other as¬ 
pects of our accelerated expansion pro¬ 
gram. 

Our executive and management or¬ 
ganization has been restructured with 
qualified leadership. We are very grateful 
for the enthusiastic response and co¬ 
operation of all our associates at all 
levels, in assuming additional responsi¬ 
bilities and in their determined efforts to 
realize our established goals for sales 
and a higher level of return on sales and 
invested capital. 

Your Company has long recognized 
the social and economic responsibility, 
and particularly its own, to provide em¬ 
ployment opportunities and training for 
minority groups. Our program to meet 
this responsibility was further expanded 
in 1968 and will continue in all areas of 
operation. 

We have confidence in the ability of 
our present national government to con¬ 
clude an honorable and enduring peace, 
allay civil unrest and establish a healthy 
climate for sound economic progress. 

With sincere appreciation for the dedi¬ 
cated efforts of our co-workers and the 
splendid cooperation of our suppliers, 
transportation associates and Sharehold¬ 
ers, we are confidently on the move to 
accomplish the objectives of our acceler¬ 
ated growth program. 

Our goals are ambitious; our course 
is charted; and we are optimistic about 
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Financial 

Sales of $355,699,080, a new record, 
gained 7% over the previous year. The 
increase of $23,392,451 raised sales per 
store from $649,036 to $694,725, which 
also is a new record. At the end of 1968 
and also 1967, there were 512 stores 
operating. 

Before federal taxes and loss on 
stores sold, earnings were $16,525,458, 
an increase of $1,864,020 or 13% over 
the previous year. Including a provision 
of $773,196 for surtax, federal taxes 
were $8,115,000. Ten unprofitable Terry 
Farris stores were sold in mid-year at a 
loss of $173,050 after the applicable 
reduction in federal taxes. Net earnings 
were $8,045,408. The above amounts 
expressed in relation to each share of 
Common Stock were as follows: 


Pt Share 
1968 1967 

Earnings before federal taxes 


and loss on stores sold ... $4.02 $3.57 

Federal income tax . 1.83 1.64 

Federal surtax.19 — 

Total federal taxes. 2.02 1.64 

Earnings before loss on stores 
sold. 2.00 1.93 

Loss on stores sold (net).04 — 

Net earnings . $1.96 $1.93 


Expenditures of $8,170,310 for addi¬ 
tions to property and equipment con¬ 
tributed to a decrease in working capital 
of $1,178,500. Cash flow increased from 
$3.06 to $3.13 per share for 1968. The 
source and application of funds, with 



change in working capital, are shown in 
the tabulation on the opposite page. 

Current ratio of 2.25 to 1 compares 
with 2.83 to 1 at the end of 1967. 

The increase of $6,120,986 in inven¬ 
tories is in line with anticipated sales 
and current conditions, and reflects ad¬ 
ditional merchandise requirements for 
new and enlarged stores. 

Book value of the Common Stock rose 
$.76 to $24.65 per share. 

Dividends and Shareholders 

Total dividend for the year was $1.20 
per share in 1968, our 66th consecutive 
year of dividend payments to Sharehold¬ 
ers. Quarterly amounts of 300 per share 
were paid on March 1, June 1, Septem¬ 
ber 3 and December 2. 

On September 23, 1968, Shareholders 
approved an increase in authorized 
Common Stock, $1 par value per share, 
from 8,000,000 to 12,000,000 shares and 
creation and authorization of 3,000,000 
shares of Preferred Stock, $50 par value 
per share. As of the present, none of 
such additional authorized stock has 
been issued. 

Shareholders number 19,184, includ¬ 
ing 4,517 employees and their families, 
and are located in all states and several 
foreign countries. 

Organization Changes 

The record of Directors and Officers on 
Page 1 reflects the important organiza¬ 
tional changes during the past year. 

Since our last communication to Share¬ 
holders, W. Fred Greenleaf was elected 
a Director of G. C. Murphy Company on 
January 20, 1969 to fill a vacancy on the 
Board. He has served the Company 41 
years. Prior to his election as Vice Presi¬ 
dent—Merchandise on May 7, 1968, he 
had served as Merchandise Manager, 
Buyer, District and Store Manager. 

Eight Assistant Vice Presidents were 
elected on December 16, 1968 to newly- 
created positions. Seven new Regional 
Sales Managers were appointed—one to 
supervise each of our 5 geographical 
areas; one to concentrate on A-A opera¬ 
tions; and one to continue development 
of food services. The Merchandise Divi¬ 
sion has been further restructured by as¬ 
signment of additional Supervisory Buy¬ 
ers to correlate selections according to 
new merchandise groupings, particularly 
under the A-A store concept. 
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Source and Application of Funds 




1968 

1967 

Source of funds: 



Net earnings. 

$ 8 045 408 

$ 7 926 438 

Depreciation and amortization. 

4 692 244 

4 454 308 

Deferred federal taxes. 

113 000 

182 000 

Funds provided (cash flow). 

12 850 652 

12 562 746 

Application of funds: 



Dividends . 

4 934 400 

4 934 400 

Added to property and equipment. 

8 170 310 

5 486 469 

Other uses. 

924 442 

75 593 

Funds applied . 

14 029152 

10 496 462 

Change in working capital (—). 

$ (1 178 500) 

$ 2 066 284 


These changes recognized the exist¬ 
ing depth of management and provide 
qualified, aggressive leadership to con¬ 
tinue improvement of service, sales and 
profits in our planned accelerated ex¬ 
pansion program. 

Customer Services 

The Company’s accelerated growth pro¬ 
gram emphasizes broader and more 
complete services to meet the needs of 
today’s—and tomorrow’s—shopper. As 
consumer habits change, so must cus¬ 
tomer services change and improve. 

Well-established Consumer Forum and 
Opinion Panels, supplemented with com¬ 
munity surveys in areas we serve, con¬ 
tinue to be invaluable in meeting this 
challenge. 


Most of today’s shoppers are “sight- 
minded”. Our Research and Develop¬ 
ment Department has been a leader in 
the retail industry in the development of 
attractive, colorful and informative pack¬ 
aging and labeling to assist customers in 
selection of quality merchandise and to 
improve displays, reduce mark downs 
and stimulate impulse buying. 

This program is most important as we 
continue to expand and upgrade mer¬ 
chandise lines, particularly Murphy’s 
own private brand items. Such items pro¬ 
duce a greater percentage of total sales 
each year. 

“Satisfaction guaranteed” backs every 
sale, with assurance to the customer of 
refund or replacement in case of returned 
merchandise. Anotherconvenience is our 


Prompt Replacement Service on many 
items, including numerous appliances. 
If such product becomes defective or 
gives unsatisfactory service within stated 
periods up to one year, the purchaser 
may return it for a new one. Therefore, 
the customer is assured of full value, 
without the possible inconvenience of 
having to return the item to the manu¬ 
facturer. More and more items are being 
covered under this program which has 
had favorable acceptance from both cus¬ 
tomers and manufacturers. 

A service of mutual benefit to both 
customers and the Company is the oper¬ 
ation of bank-administered credit plans. 



Bank-credit plans available for customer use 


Distribution of Earnings from Operations 
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These now provide credit, without charge 
to customers if they pay the bank within 
25 to 30 days, in more than 450 stores 
and soon will be available in all stores. 
Many individual bank plans are being 
simplified and consolidated into fewer 
area plans. Responsibility for collection 
of accounts rests entirely with the bank 
and not the Company, which receives 
promptly the amount of the sale, less a 
reasonable fee to the bank. 

Related favorably to credit sales is our 
Special Order Service through catalog 
selling. This started in 1966 for our sub¬ 
sidiary stores and is now available 
through our Monroe, La. Warehouse to 
customers in Alabama, Arkansas, Louisi¬ 
ana, Mississippi and Texas and through 
the McKeesport, Pa. Warehouse to 
smaller Murphy stores. 
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Sales promotion budget for 1969 has 
been increased 10% to let customers 
know that our stores provide high-quality 
merchandise at competitive prices. Ex¬ 
panded promotional programs contribute 
to increased sales and productivity in 
present stores and to acceptance of new 
units in additional areas. The major por¬ 
tion of the budget is invested in adver¬ 
tising, emphasizing newspaper, circular 
and radio but considering more use of 
television in the future. Other expendi¬ 
tures provide for displays, promotional 
materials and sales contests in stores. 


Merchandising 

Guided by findings from our Consumer 
Forum and Opinion Panels and other lo¬ 
cal surveys, our buyers are continually 
seeking and developing updated new 
items and lines to better serve our cus¬ 
tomers. The Merchandise Committee, 
comprised of representatives from buy¬ 
ing, sales, research and store opera¬ 
tions, reviews these items weekly and 
selects those which meet our standards 
of price, value and high quality. Such 
merchandise is then made available to 
stores, either directly from the supplier 



Merchandise Committee selects a line of children’s dresses presented by buyer. 



Nerve center of Murphy s modern Data Processing Department 



Warehouse in McKeesport, Pa... 



and Warehouse in Monroe, La. expedite distribution of merchandise to stores. 
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or through one of our distribution cen¬ 
ters in McKeesport, Pa.; Monroe, La.; 
Dallas, Tex.; and Jersey City, N. J. 

The most advanced data processing 
computer equipment facilitates ordering 
and flow of merchandise into stores and 
payments to suppliers. It is particularly 
important in reordering and control of 
stock through our distribution centers 
and in providing management quickly 
with information necessary to reach buy¬ 
ing decisions. Such uses also are valu¬ 
able in arranging economical but more 
frequent shipments to stores, thereby im¬ 


proving turnover and permitting reduc¬ 
tion in costly stock room space. 

Our merchandise selections are being 
expanded both in depth and assortment 
to meet the wants of all customers, par¬ 
ticularly the youthful shoppers. Layout 
of new and remodeled stores has been 
revamped to display merchandise by 
groups according to customer shopping 
habits. Groups in adjacent areas are 
closely related for greater customer con¬ 
venience and appeal. Lines within each 
group are provided and upgraded ac¬ 
cording to the particular needs reflected 


in each local community. 

Merchandise groupings in typical A-A 
and large stores include Fashion Ap¬ 
parel; Fashion Accessories; Men’s and 
Boys’ Furnishings; Knit ’N Stitch; House- 
wares; Writings & Wrappings; Toys and 
Hobbies; Sporting Goods; Entertainment 
Center; Sweets ’N Eats; Tobacco Shop; 
and Auto Accessories. Store fixtures and 
displays have been redesigned to ac¬ 
commodate these arrangements and to 
facilitate shopper selection and “sight 
buying”. Some of these centers are pic¬ 
tured below and on Pages 8 and 11. 



Our stores offer selections 
of high-style wearables 
supplied through the 
Fashion Center. 


Our Fashion Center, Jersey City (inset), stocks up to 250.000 pieces of fashionable wearables for speedy and efficient distribution to stores. 
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Food Service 

Restaurant operation continued to ex¬ 
pand and contribute a greater proportion 
to sales and profits. Almost all of our new 
and remodeled stores include such facili¬ 
ties. Larger stores include a combination 
of counter and table service. 

Appetizing, streamlined menus and ad¬ 
vanced methods of food preparation and 
handling render an efficient, productive 
service, with high sales and profit pro¬ 
duction per square foot. 


Additional food service is provided by 
bakery and delicatessen centers in many 
larger stores, including A-A operations. 

Personnel 

During 1968 our team of more than 
20,000 co-workers in stores, warehouses 
and offices received total compensation, 
including benefits, of $76,031,192, com¬ 
pared with $69,253,615 in 1967. These 
figures reflect a 14% increase, from 



and table service 
in Lafayette Square store, 

Indianapolis, Ind., are typical of modern 
restaurant facilities in A-A stores. 



Complete line of cold meats, snacks and prepared foods add to customer food service. 
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$1.40 to $1.60, in the minimum hourly 
wage rate as legislated by the Federal 
Minimum Wage and Hour Law, effective 
February 1,1968. 

Company-paid benefits include group 
life insurance, sick and accident pay¬ 
ments, retirement provisions, liberal 
vacations, holiday pay, Christmas bonus 
and discount on purchases. Hospitaliza¬ 
tion insurance is made available to those 
employees who wish such coverage, and 
cost of major medical protection for par¬ 
ticipating key personnel is shared by the 
Company. 

Our well-organized and effective man¬ 
agement-training program continues to 
qualify competent, younger associates 
as they are needed for more advanced 
positions. Promotions at store manage¬ 
ment level during 1968 involved 176 co¬ 
workers. This manpower movement pro¬ 
vided the opportunity for 66 assistant 
managers to assume their first manage¬ 
rial assignments. 

Recruitment of desirable applicants 
for this program is shared by central 
office recruiting specialists and store and 
district managers in all areas of our 
Company’s operation. The resulting flow 
of high school and college graduates 
from all sectors served continues to pro¬ 
vide the capable manpower needed for 
expansion. 

Veterans’ Club membership increased 
to 3,032 when 312 employees, with 15 


years’ continuous service, were initiated 
in May. The Employees’ Retirement Plan 
had 7,513 members and assets valued at 
$37,828,720 at December 31, 1968. Dur¬ 
ing the year, 181 members of the Plan 
retired, bringing to 1,595 the number who 
have received benefits from the Plan. 

Management personnel are active, in¬ 
formed citizens of their communities. 
They cooperate with local authorities in 
civic affairs, industrial development, 
youth and educational programs and 
trade association projects, providing 
leadership in such activities. 


The Company makes generous annual 
contributions of time and money to local 
United Fund, Red Cross, Salvation Army, 
Girl and Boy Scout, Boys’ Club, and 
YWCA and YMCA organizations, and 
also contributes substantial amounts to 
educational institutions, hospitals and 
community improvement projects. 

Your Company’s awareness of today’s 
socio-economic problems is reflected by 
its continued financial support and par¬ 
ticipation of its personnel in projects and 
programs designed to give equal oppor¬ 
tunity and personal dignity to all citizens. 



Programmed seminars develop co-workers for management responsibilities. 



Store sales meetings communicate to sales personnel management practices to assure better customer service. 
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Support of youth programs such as 
Junior Achievement and the United 
Negro College Fund, and of adult train¬ 
ing programs such as Opportunities In¬ 
dustrialization Centers, demonstrates 
your Company’s recognition of its re¬ 
sponsibility. Success of an accelerated 
quest for minority group management- 
trainees and the upgrading of present 
minority group co-workers has encour¬ 
aged us to expand such programs. 


Expansion and Improvements 

Sixteen new stores, including 7 A-A 
units, were opened. Four stores were 
closed and 2 destroyed by fire. Sale of 
10 unprofitable Terry Farris locations in 
Dallas,Tex. brought total stores in opera¬ 
tion at year end to 512, the same num¬ 
ber as one year previously. 

All new stores were in shopping cen¬ 
ters as follows, A-A units being pre¬ 
ceded by *: 



Layout for new A-A store is reviewed by Real Estate, Construction, Store Planning and Sales executives. 


New shopping center units in Annandale, Va. ( left ) and Beckley, W. Va. ( right ) are 2 of 16 stores opened in 1968. 


New 60,000 square-foot “hot-line ” store with 
completely-enclosed, weatherized mall in 
Lafayette Square Shopping Center, 
Indianapolis, Ind., one of 7 A-A units opened 

in 1968 
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Murphy stores, in Annandale, ‘Hamp¬ 
ton and ‘Richmond, Va.; ‘Belle Vernon 
and ‘Washington, Pa.; Jasper, Ala.; 
‘Indianapolis, Ind.; Bel Air, Md.; ‘San 
Antonio, Tex.; and Beckley, W. Va. 

Morgan & Lindsey stores , in Homer 
and ‘Monroe, La.; Gulfport, Miss.; and 
Silsbee, Tex. 

Terry Farris stores, in Harlingen and 
Temple, Tex. 

Additional selling area was added to 
the Morgan & Lindsey store in Camden, 
Ark. and to Murphy stores in Clarion, 
Corry, Lewistown, St. Marys and Waynes- 
burg, Pa.; Elkins and Logan, W. Va.; 
Charlotte, Mich.; and Newport News, 
Va., which also was remodeled as an 
A-A store. 

Major remodeling was completed with 
conversion to A-A operations in #175 
Erie, Harrisburg, Sharon and Willow 
Grove, Pa.; Glen Burnie, Md.; Trenton, 
N. J.; Jamestown, N. Y.; and #142 Rich¬ 
mond, Va. Ten other stores were refix- 
tured as A-A, making a total of 49 A-A 
locations in operation at year end. 

Major alterations and refixturing were 
completed in 6 other units, with renova¬ 
tions in 53 additional locations. 

Properties purchased included part of 
the premises occupied by the present 
Greencastle, Ind. store and a new site for 
relocation of the Sistersville, W. Va. store. 

Continuation of our extensive expan¬ 
sion and remodeling program includes 
41 new locations under construction, 
lease or option. Thirty of these are sched¬ 
uled presently for opening in 1969, sub¬ 
ject to construction and other delays be¬ 
yond our control. Fourteen of the 41 loca¬ 
tions will be A-A units and 30 will include 
restaurants. Major renovations are 
planned in 1969-1970 for 12 A-A and 19 
regular stores. 

Construction is in progress to increase 
by 62% the handling facilities in our 
60,000 square-foot Fashion Center in 
Jersey City, N. J., pictured on Page 7. 





INFANTS WEAR 


Shopping areas are typical of 
layout and merchandise 
groupings in new A-A stores. 
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G. C. Murphy Company and Subsidiaries 

Consolidated Balance Sheet 

December 31,1968 and 1967 


Assets 


0 

Current assets: 



Cash . 

$ 12 147 300 

$ 10 593 614 

Short-term investments, at cost which approximates market 

2 492 031 

— 

Trade receivables, less allowance. 

2 309 962 

2 158 299 

Merchandise inventories, at the lower of cost (principally 



retail method) or market. 

68 117 377 

61 996 391 

Total current assets . 

85 066 670 

74 748 304 

Property and equipment, at cost: 



Buildings. 

13 546 690 

13 166 720 

Improvements to leased properties. 

34 460 778 

31 970 775 

Fixtures and equipment. 

64 000 852 

59 530 164 


112 008 320 

104 667 659 

Less allowances for depreciation and amortization ... 

63 687 213 

59 804 968 


48 321 107 

44 862 691 

Land . 

1 876 724 

1 857 074 

Total property and equipment . 

50 197 831 

46 719 765 

Excess of cost of investment in subsidiaries over book value of 



assets acquired. 

6 929 045 

6 929 045 

Prepaid expenses. 

1 773 212 

1 407 458 

Other assets. 

1 854 332 

1 295 644 


$145 821 090 

$131 100 216 


Notes to Financial Statements 

1. Authorized Stock: 

On September 23, 1968, the shareholders approved an amendment to the Articles of Incorporation increasing 
the authorized common stock to 12,000,000 shares and authorizing 3,000,000 shares of preferred stock, $50 par 
value, issuable in one or more series. When and if issued, preferred stock shall be without voting rights (except 
in the event of default) and shall have such designations, dividends, conversion or exchange privileges, redemption 
features, dissolution provisions and such other preferences, qualifications, limitations, restrictions, privileges, 
options and special or relative rights as may be determined by the Board of Directors in the resolution or resolu¬ 
tions providing for the issuance thereof. 

2. Qualified Stock Option Plan: 

The Board of Directors adopted on July 15, 1968 the Qualified Stock Option Plan which will be effective when 
approved by the shareholders. There will be reserved for issue under the plan 85,000 shares of either authorized 
and unissued shares of common stock of the company or issued shares reacquired by the company. The option 
price in each instance will not be less than 100 percent of the fair market value of such shares at the time the 
option is granted. Options under the plan will not be exercisable during the first year following their grant. There¬ 
after, provided employment continues, generally one-fourth of the grant will be available for purchase by the 
optionee annually. All or any part of the shares not purchased in any year may be carried over to succeeding 
years but not beyond five years after date of grant. The Board authorized on the same date the granting of options 
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Liabilities 



Current liabilities: 



Notes payable. 

$ 14 243 900 

$ 5 416 600 

Accounts payable. 

11 477 617 

9 789 015 

Accrued expenses. 

8 176 512 

7 331 609 

Federal income taxes. 

3 983 730 

3 847 669 

Total current liabilities . 

37 881 759 

26 384 893 

Deferred federal income taxes. 

6 598 000 

6 485 000 

Total liabilities . 

44 479 759 

32 869 893 

Shareholders’ Equity 



Preferred stock, $50 par value (Note 1): 



Authorized: 1968, 3,000,000 shares 



Common stock, $1 par value (Notes 1 and 2): 



Authorized: 1968, 12,000,000 shares; 1967, 8,000,000 shares 



Issued: 4,259,000 shares. 

4 259 000 

4 259 000 

Capital in excess of par value. 

9 338 391 

9 338 391 

Earnings retained in the business. 

91 227 849 

88 116 841 


104 825 240 

101 714 232 

Less 147,000 common shares in treasury, at cost. 

3 483 909 

3 483 909 

Total shareholders’ equity . 

101 341 331 

98 230 323 


$145 821 090 

$131 100 216 


to purchase an aggregate of 68,501 shares to officers and management employees of the company at an exercise 
price of $28.9375 per share. 

3. Depreciation Policy: 

Depreciation and amortization of property and equipment are computed using the straight-line method. 

4. Employees' Retirement Plan: 

The cost for current service of the company’s retirement plan established in 1944. which covers all employees 
as they meet the requirements of age and length of service, is being funded annually. There is no unfunded prior 
service cost, and the amount of assets in the fund at December 31, 1968 exceeds the actuarial computed value 
of vested benefits at that date. 

In 1968, the company adopted the policy of recognizing 6.0 percent annually of the amount of unrecognized 
appreciation applicable to preferred and common stocks held by the plan at December 31, 1968, and increased 
the recognition of annual appreciation from 4.0 percent to 5.6 percent. The changes had the effect of increasing 
net earnings for 1968 by approximately $330,000. 

5. Lease Commitments: 

Minimum annual rentals on property leases in effect at December 31, 1968 (including estimated payments for 
property taxes and insurance but excluding rentals from subtenants) aggregated approximately $10,450,000, the 
major portion of which was for premises under leases extending up to 20 years. 
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G. C. Murphy Company and Subsidiaries 

Statement of Consolidated Earnings and Earnings Retained in the Business 

For the years ended December 31,1968 and 1967 




O 

Income: 



Sales . 

$355 699 080 

$332 306 629 

Other. 

46 367 

322 387 


355 745 447 

332 629 016 

Costs and expenses: 


232 453 357 

Cost of goods sold, including occupancy costs. 

246 357 002 

Selling, general and administrative expenses. 

81 253 890 

73 522 716 

Taxes, other than federal income taxes. 

5 902 654 

5 790 551 

Provisions for depreciation and amortization (Note 3). 

4 692 244 

4 454 308 

Employees’ Retirement Plan (Note 4). 

420 000 

1 085 000 

Interest . 

959 249 

661 646 


339 585 039 

317 967 578 

Earnings before federal income taxes . 

16 160 408 

14 661 438 

Provision for federal income taxes: 



Current . 

8 002 000 

6 553 000 

Deferred . 

113 000 

182 000 


8115 000 

6 735 000 

Net earnings (per share based upon average number 



outstanding: 1968, $1.96; 1967, $1.93) . 

8 045 408 

7 926 438 

Earnings retained in the business at beginning of year. 

88 116 841 

85 124 803 


96 162 249 

93 051 241 

Cash dividends, $1.20 per share. 

4 934 400 

4 934 400 

Earnings retained in the business at end of year . 

$ 91 227 849 

$ 88 116 841 


Auditors’ Certificate 

To the Shareholders of G. C. Murphy Company: 

We have examined the consolidated balance sheet of G. C. Murphy Company and subsidiaries as of December 31, 
1968 and the related statement of earnings and earnings retained in the business and the statement of source and ap¬ 
plication of funds for the year then ended. Our examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. We previously examined and reported upon the consolidated financial state¬ 
ments of the company for the year 1967. 

In our opinion, the above-mentioned financial statements present fairly the financial position of G. C. Murphy Com¬ 
pany and subsidiaries at December 31, 1968 and 1967, and the results of their operations and source and application of 
funds for the years then ended, in conformity with generally accepted accounting principles applied on a consistent 
basis except for the change in 1968, with which we concur, in determining the contribution to the Employees’ Retire¬ 
ment Plan, as described in Note 4 to the financial statements. 



Pittsburgh, Pa. Certified Public Accountants 

February 6, 1969 
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Ten-Year Record of Sales, Earnings and Dividends 



Year 

Sales 

Earnings 

Per Share 

Common Stock 
Outstanding* 

Shares of 
Common 
Stock 

Outstanding 

Number 

of 

Stores 

BEFORE 

Federal 

Taxes 

AFTER 

Federal 

Taxes 

Earnings 

Dividends 

1959 

$238 839 445 

$19 538 237 

$9 418 237 

$2.22 

$1.15 

2 120 000 

418 

1960 

245 561 634 

15310015 

7 344 015 

1.73 

1.15 

2 120 000 

437 

1961 

256 419 909 

16 301 066 

7 951 066 

1.90 

1.15 

2 095 000 

480 

1962 

272 420 600 

12 836 134 

6 306 134 

1.51 

1.15 

4 190 000 

511 

1963 

267 836 618 

12 149 321 

5 913 321 

1.41 

1.20 

4 190 000 

510 

1964 

281 434 874 

14 099 440 

7 429 440 

1.77 

1.20 

4 1 90 000 

512 

1965 

298 536 281 

14 447 276 

7 822 276 

1.87 

1.20 

4 190 000 

514 

1966 

315 033 701 

16211 131 

8 663 131 

2.10 

1.20 

4 112 000 

508 

1967 

332 306 629 

14 661 438 

7 926 438 

1.93 

1.20 

4 112 000 

512 

1968 

355 699 080 

16 160 408 

8 045 408 

1.96 

1.20 

4 112 000 

#512 


* Ad justed for the 100% stock distribution of Common Stock on October 1,1962 
#76 Stores opened, 10 sold, 6 closed (2 by fire) 
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Store Locations —512 stores in 23 states and the District of Columbia 

All locations are Murphy stores unless otherwise Indicated 


ALABAMA (8) 

Decatur 
Gadsden 
Huntsville (2) 

Jasper 
•Mobile (2) 
Tuscaloosa 

•ARKANSAS (7) 

Camden 
Dermott 
Hope (2) 

Lake Village 

McGehee 

Warren 

CONNECTICUT (2) 

Naugatuck 

Torrington 

DISTRICT OF 
COLUMBIA (2) 

Washington (2) 

FLORIDA (13) 

Daytona Beach 
Gainesville 
Hialeah 
Holly Hill 
Jacksonville 
Miami 
Orlando 
Panama City 
Pensacola (2) 

St. Petersburg 
West Hollywood 
West Palm Beach 

GEORGIA (5) 

Atlanta (2) 

Moultrie 

Rome 

Tifton 

ILLINOIS (11) 

Anna 

Berwyn 

Effingham 

Fairfield 

Flora 

Hoopeston 
Mt. Prospect 
Mt. Vernon 
Pontiac 
Streator 
Vandalia 

INDIANA (40) 

Aurora 

Bluffton 

Brazil 

Clinton 

Columbus 

Crawfordsville 

Decatur 

Elwood 

Fort Wayne 

Frankfort 

Franklin 

Goshen 

Greencastle 

Greensburg 

Hartford City 

Huntingburg 

Indianapolis (7) 

Kendallville 


INDIANA 

Kokomo 

Linton 

Madison 

New Castle 

Noblesville 

North Manchester 

Peru 

Plymouth 

Portland 

Princeton 

Rockville 

Salem 

Seymour 

Shelbyville 

Washington 

Winchester 

KENTUCKY (5) 

Ashland 

Louisville 

Maysville 

Paintsville 

Pikeville 

LOUISIANA (65) 

•Abbeville 
•Alexandria (2) 
•Amite 
•Arabi 
•Arcadia 
•Bastrop (2) 

•Baton Rouge (3) 

•Bogalusa (2) 

•Bunkie 

•Covington 

•Crowley 

•DeRidder 

•Hammond 

•Hodge 

•Homer (2) 

•Houma (3) 

•Jennings 

•Jonesboro 

•Lafayette (3) 

•Leesville 

•Mansfield 

•Many 

•Metairie (3) 
•Minden 
•Monroe (3) 
•Morgan City 
•Natchitoches 
•New Iberia (2) 
•New Orleans (6) 
•Oakdale 
•Pineville 
•Plaquemine 
•Rayville 
•Ruston 
Shreveport 
•Sulphur 
•Tallulah 
•Thibodaux (2) 
•West Monroe (2) 
#West Monroe 
•Westwego 
•Winnfield 
•Winnsboro 

MARYLAND (29) 

Annapolis 
Baltimore (12) 

Bel Air 

Cumberland 

Dundalk 

Eastover 

Frostburg 


MARYLAND 

Glen Burnie (2) 
Hancock 
Hillcrest Heights 
Hyattsville 
Landover 
Oxon Hill 
Rockville (2) 

Silver Spring 
Westminster 

MICHIGAN (8) 

Albion 
Charlotte 
Coldwater 
Hillsdale 
Marshall 
Owosso 
St. Joseph 
South Haven 

MINNESOTA (2) 

Minneapolis 
St. Paul 

•MISSISSIPPI (30) 

Belzoni 

Biloxi (3) 

Brookhaven 

Cleveland 

Greenville (2) 

Grenada 

Gulfport (2) 

Hattiesburg 

Hazlehurst 

Indianola 

Jackson (4) 

Kosciusko 

Laurel 

Long Beach 

McComb 

New Albany 

Oxford 

Pascagoula 

Philadelphia 

Picayune 

Starkville 

Vicksburg 

West Point 

NEW JERSEY (5) 

Ocean City 
Trenton (2) 
Washington 
Wildwood 

NEW YORK (10) 

Buffalo 

Dansville 

Fredonia 

Greece 

Jamestown 

Lancaster 

LeRoy 

Medina 

North Tonawanda 
Syracuse 

NORTH 
CAROLINA (1) 

Hickory 

OHIO (44) 

Alliance 
Barnesville 
Bellaire 
Bellefontaine 
Bowling Green 


OHIO 

Bryan 

Bucyrus 

Cincinnati 

Circleville 

Cleveland 

Columbus 

Dayton (2) 

Defiance 

Delphos 

Franklin 

Galion 

Gallipolis (2) 
Greenville 
Hillsboro 
Jackson 
Lebanon 
Logan 
London 
Marion 
Middletown 
Napoleon 
North Ridgeville 
Piqua 
St. Marys 
Salem 
Sidney 
Toledo 
Toronto 
Troy 
Urbana 
Van Wert (2) 
Wapakoneta 
Washington 
Court House 
Wilmington 
Youngstown (2) 

PENNSYLVANIA 

(118) 

Aliquippa (2) 
Altoona 
Ambridge 
Bangor 
Barnesboro 
Beaver 
Beaver Falls 
Bedford 
Bellefonte 
Belle Vernon 
Bellevue 
Bethlehem 
Blairsville 
Brentwood 
Brentwood 
(Whitehall) 
Brookville 
Brownsville 
Burgettstown 
Butler 
California 
Carlisle 
Carnegie 
Castle Shannon 
Charleroi 
Clairton 
Clarion 
Clearfield 
Connellsville 
Corry 
Derry 
Donora 
Dormont 
Elizabeth 
Ellwood City 
Erie (2) 

Etna 

Everett 

Farrell 


PENNSYLVANIA 

Ford City 

Franklin 

Gettysburg 

Greensburg (2) 

Greenville 

Grove City 

Hanover 

Harrisburg 

Havertown 

Hollidaysburg 

Huntingdon 

Indiana 

Irwin 

Jeannette 

Johnsonburg 

Kittanning 

Latrobe 

Lehighton 

Lemoyne 

Lewistown 

Ligonier 

McConnellsburg 

McDonald 

McKeesport (2) 

McKees Rocks 

Meadville 

Mechanicsburg 

Mercer 

Mercersburg 

Meyersdale 

Midland 

Monessen 

Mount Joy 

Mt. Lebanon 

Mt. Oliver 

Mount Union 

Natrona Heights 

Nazareth 

New Bethlehem 

New Castle 

New Kensington 

North East 

Oakmont 

Philadelphia (2) 

Pittsburgh (6) 

Punxsutawney 

Red Lion 

Ridgway 

Rochester 

St. Marys 

Sewickley 

Sharon 

Shippensburg 

State College 

Swissvale 

Tarentum 

Titusville 

Turtle Creek 

Uniontown 

Vandergrift 

Warren 

Washington (2) 
Waynesburg 
West Newton 
Wilkinsburg (2) 
Willow Grove 
York (2) 

TENNESSEE (2) 

Chattanooga 

Nashville 

TEXAS (55) 

Abilene 

#Alice 

•Angleton 

Austin 


TEXAS 

•Beaumont (3) 

^Brownsville 

•Conroe 

xCorpus Christ! (2) 
•Dallas (3) 

£Del Rio 
#Eagle Pass 
^Edinburg 
tfFalfurrias 
Fort Worth 
^Harlingen (2) 
•Houston (3) 
•Jasper 
^Kingsville 
* Kirbyville 
xxLevelland 
xxLubbock 
Lubbock 
tfMcAllen 
fMcAllen 
Odessa 
xxOdessa (2) 

•Paris 

tfRaymondville 
•Richardson 
San Antonio 
xSan Antonio (7) 
tSan Antonio 
#San Benito 
•Silsbee (2) 
tfSinton 
tfTemple (2) 
Texarkana 
^Weslaco 

VIRGINIA (15) 

Alexandria (2) 
Annandale 
Culpeper 
Danville 
Hampton (2) 


VIRGINIA 

Lynchburg 
Manassas 
Richmond (4) 
Roanoke 
Woodbridge 

WEST VIRGINIA 

(34) 

Beckley (2) 

Buckhannon 

Clarksburg 

East Rainelle 

Elkins 

Fairmont 

Hinton 

Keyser 

Logan 

Montgomery 

Morgantown 

Moundsville 

Mullens 

Northfork 

Oak Hill 

Parkersburg 

Philippi 

Piedmont 

Pt. Pleasant (2) 

Princeton 

Richwood 

Shinnston 

Sistersville 

South Charleston 

Spencer 

Weirton (2) 

Welch 

Wellsburg 

Weston 

Wheeling 

Williamson 

WISCONSIN (1) 

Milwaukee 


41 

NEW STORES 
PLANNED 


Florida . 1 

Illinois. 1 

Indiana .4 

Kentucky. 2 

Louisiana . 8 

Michigan. 1 

Mississippi . 3 

New York . 2 

Ohio . 3 

Pennsylvania . 7 

Texas . 6 

Virginia . 1 

Wisconsin . 2 

Total 41 


• Morgan & Lindsey Stores 


# Terry Farris Stores 


xx Cobbs Stores 


x Bruners Stores t Bargain World 
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512 STORES 
23 STATES 

and the District of Columbia 


Corporation 

Stores Operating 
in Name of 

Type of 

Store 

Number 
of Stores 

6. C. Murphy Company 

Murphy 

Variety 

361 

Morgan & Lindsey, Inc. 

Morgan & Lindsey 

Variety 

119 

Terry Farris Stores, Inc. 

Terry Farris 

Junior Department 

17 

Bruners 

Junior Department 

9 

Cobbs 

Department 

4 

Bargain World 

Discount 

2 


Total Stores, December 31, 1968 512 


NUMBER OF STORES IN STATE 


No designation.Murphy 


M & L.Morgan & Lindsey 

TF.Terry Farris 

B .Bruners 

C.Cobbs 

BW.Bargain World 
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